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HIGHLIGHTS 
Revenue and Earnings 1974 
Sales less delivery expenses $51,634,450 
Net earnings before minority 

shareholders’ interest 6,818,701 
Minority shareholders’ interest in 

earnings of subsidiaries 1,832,512 
Net earnings 4,986,189 
Earnings per common share $ 2.57 

(after preferred dividends) 
Cash flow per common share 6.32 
Dividends per common share 0.75 


Financial Position at Year End 


Working capital $19,603,267 
Total assets 58,097,700 
Long term debt 12,368,546 
Total shareholders’ equity 27,250,786 
Book value per common share $ 11.91 
Production 
Newsprint (short tons) 
Actual 248,800 
Adjusted to equivalent basis weight 262,300 (2) 
Lumber (thousands-foot board measure) 32,700 


1973 
$38,158,000 (1) 


4,130,733 


10897299 
3,041,434 
$ 1.48 


4.96 
0.40 


$17,357,736 
50,491,819 
13,005,657 
24,110,336 
$ 10.06 


2019276 
261,276 


(1) Includes revenue from paper machine rental in 1973 converted into a 
corresponding net sales figure for comparison purposes. 


(2) Equivalent figure for 1974 has been calculated using average basis weight for 
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REPORT TO THE SHAREHOLDERS 


Your company had an outstanding year 
in 1974, the best in its history. Consolidated net 
earnings of $4,986,189 or $2.57 per common 
share after payment of dividends on preferred 
shares, were considerably higher than the 
corresponding figures of $3,041,434 and $1.48 
for 1973. Sales less delivery expenses amounted 
to $51,634,450, about a 35% improvement over 
the previous year. 


The year was not without its difficulties. While 
costs of wood, labour, fuel, chemicals and other 
materials increased substantially, newsprint price 
increases and better utilization of facilities 
enabled your company to achieve satisfactory 
profit margins. However, prices and volume of 
lumber sales slumped very badly during the 
second half virtually eliminating profit from these 
operations after mid year. 


The company’s financial position continues to 
remain sound; at the year end working capital 
amounted to $19,603,267 and retained earnings 
reached $19,381,863. 


Higher earnings coupled with a strong financial 
position enabled the company to increase 
the quarterly dividend to $0.20 per common share 
on June 1, 1974, resulting in total dividend 
payments equal to $0.75 per common share 
for the year. 


Earnings per share (after preferred dividends) 


1st 2nd 3rd 4th 
Quarter Quarter Quarter Quarter Year 


19:74:55 $0625 30.09 ee SO OS 50,58 go 2257 
TRS) OP Oe 0.49 0.50 1.48 


Newsprint Sales 


Newsprint sales mostly of the 30 lbs grade 
amounted to 250,450 tons. This is a 1.5% 
improvement over 1973 when for comparison 
purposes, figures for both years are stated on 
an equivalent paper weight basis. 


There was a serious world shortage of newsprint 
in 1974. Your company maintained its traditional 
sales policy and every effort was made to meet 
customers’ needs through improved production 
scheduling and shipping procedures. In recent 
years, there has been a trend for newspapers 
to adopt offset printing; the offset grade of 
newsprint produced at Clermont has been very 
favorably accepted. 


Lumber Sales 


The demand for lumber fell drastically in the 
second half of the year due to reduced home 
construction. As a result lumber prices dropped 
about 30% while manufacturing costs continued 
to rise. 
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WOODLANDS — CLERMONT 


The quantity of wood harvested each year 
on the company limits is established on a 
sustained yield basis and is, at all times, equal 
to or less than the annual forest growth. This 
allowable annual cut is subject to the approval 
of the Department of Lands and Forests. 


Three-quarters of the mill’s wood requirements 
came from logging operations and the balance 
was provided through the purchase of wood 
chips from sawmills. A notable rise in forest 
workers’ wages together with the higher price 
of purchased wood brought about a substantial 
increase in overall supply costs. 


There was an increase in woodlands operations 
carried out by company employees in 1974. 
Approximately 60% of this harvest was processed 
by two mobile slashers and the possibility of 
further mechanization is constantly being 
examined. The viability of a paper mill is to 
a large extent determined by the costs of its 
wood supply since this raw material accounts for 
50% of the manufacturing cost of a ton 
of newsprint. 


The devastating spruce budworm spread to 
most areas of the Province of Quebec during 
the summer of 1974. In collaboration with 
the Department of Lands and Forests, aerial 
sprayings of insecticide to reduce the damage 
caused by the budworm are scheduled for 1975. 


MILLS AT CLERMONT 


Total newsprint production in 1974 amounted 
to 248,800 tons which Is equivalent to 262,307 
tons when converted to the average basis weight 
for 1973, being a slight increase over last year’s 
performance. Minor shortages of operating 
materials and chemicals caused some disruption 
in production during the first half of the year. 
The mill operated at near capacity but at a 
reduced level of efficiency largely due to 
the difficulties arising from the production of 
a 30 Ibs sheet which has become the industry 
standard. This lighter sheet which accounted 
for about 96% of the mill output reduced fiber 
requirements and assisted in restoring wood 
inventories to a satisfactory level. The sulphite 
mill which supplies chemical pulp to the paper 
machines operated at capacity. 


SAWMILL AT ST. THOMAS DIDYME 


Produits Forestiers M. P. Inc. a wholly owned 
subsidiary operates a modern lumber mill in the 
Lac St-Jean area. Production and sales of this 
sawmill amounted to 32,700,000 and 28,700,000 
(foot board measure) respectively in 1974. 


Early in the year, Mr. Raymond Cournoyer, F.E., 
was appointed general manager of Produits 
Forestiers M. P. Inc.; prior to this, he was chief 
forester at Clermont, a position he held for several 


years. Mr. Armand Laflamme continues to fill 
the important position of sales manager. 

Mr. Richard Garneau became the company 
comptroller several months ago. 


Mr. Maurice Darveau and Mrs. Francoise 
Darveau-Tremblay, who have been with this 
company since its inception, continue to act as 
members of the board of directors. 


CAPITAL EXPENDITURES 


Consolidated capital expenditures amounted 
to $2,100,928 in 1974. 


Additions to the Clermont mill included the 
installation of basis weight and moisture control 
equipment on one machine and of a pressurized 
head box on a second machine. Improvements 
to increase the capacity of the bark pressing and 
burning system were also started in 1974. This 
$1,000,000 project in addition to improving 
environmental conditions will when completed 
reduce fuel costs. 


At the St. Thomas Didyme sawmill, capital 
additions consisted of improvements to the 
sawmill and chip handling facilities, and 
the construction of a new office building. 


Capital expenditures in the woodlands included 
camp improvements, road construction and the 
purchase of mobile equipment. Some mechanized 
logging and road construction equipment 
required for the wood harvesting at St. Thomas 
Didyme were leased. 


Planned capital expenditures at Clermont for 
1975 are estimated to cost $2,300,000, composed 
of $1,700,000 for mill improvements which 
include $665,000 for water pollution abatement, 
and $600,000 for forestry equipment and road 
construction. Capital expenditures for both the 
sawmill and logging operations at St. Thomas 
Didyme will be kept to a minimum until lumber 
market conditions improve. — 


LABOUR RELATIONS 


Salary adjustments, which were not provided 
for in labour agreements, were granted to mill 
and forest workers to offset the reduction in 
purchasing power resulting from inflation. 


Negotiations are in progress to renew the 
St. Thomas Didyme sawmill workers’ agreement 
which ended December 30, 1974, as well as the 
Clermont woodlands agreement which will expire 
April 30, 1975. The work week of this latter group 
was shortened from 45 to 40 hours last May. 

A training program for forest workers initiated 
this past year proved quite successful. 


In acknowledgement of past services, 200 
employees were admitted to our recently formed 
“Quarter Century Club”. 


ST. FELICIEN PROJECT 


Your directors and management are actively 
pursuing studies and discussions with government 
officials and other interested parties with a view 
of taking a major participation in a proposed 
forest products complex at St. Felicien, Qué., 
which would consist of a bleached kraft pulp mill 
and other facilities. At the time of the writing 
of this report, no final decision has been reached 
in this matter. 


INFLATION 


Inflation increased by 12% in Canada during 
1974, and at this high rate tends to produce 
misleading conclusions in the study of financial 
statements. Earnings tend to be over-stated due 
to the fact that depletion and depreciation of fixed 
assets are based on acquisitions made years ago 
when prices were well below what it would cost 
to acquire similar assets today. The replacement 
cost as of December 31, 1974 of the Clermont 
mill assets is estimated at $102,399,800 by 
Stone & Webster Canada Limited while the 
original cost of these assets as of the same date 
is $43,861,300. 


OUTLOOK 


Most industrial countries with the exception 
of Canada experienced a recession during 1974. 
Pulp and paper production from Canadian mills 
increased by about 7% over 1973 and a 
world shortage of these products persisted 
throughout most of the year. During the last 
quarter demand dropped appreciably and this 
trend is continuing into 1975. As a trading nation, 
Canada is exposed to the world economy and 
a reduction in exports could lead to unemployment 
and a reduction in corporate profits. 


Present projections point to a 5% reduction 
in world newsprint demand and to a lower 
operating rate for Canadian mills during 
1975; 


The lumber market continues to be in a 
depressed state with little prospect of a major 
improvement during the coming year. However, 
there is reason to assume that prices and 
consumption have bottomed out, and with new 
government policies to assist housing construction 
and dropping interest rates the market for lumber 
should improve gradually. 


As a result of the general economic outlook 
it may prove difficult to maintain company 
earnings in 1975 at the level attained during 
the past year. 


BOARD OF DIRECTORS 


Mr. Mark Donohue resigned from the board 
of directors at the end of 1974. As President 
and later as Chairman of the Board, Mr. Donohue 
contributed immensely to the progress and 
development of the company. It is with regret 
that the board accepted his resignation. 


Mr. Raymond David, Vice President — Finance 
of La Société Générale de Financement du 
Québec was elected as director and became 
Chairman of the Board. 


The Directors commend employees for their 
fine performance in 1974 and are grateful for 
the confidence, encouragement, and support 
received from shareholders, employees, customers, 
and from the communities in areas where 
the company operates. 


ON BEHALF OF THE BOARD OF DIRECTORS 


Le ARzL 


EDWARD P. WALSH 
President 


Québec Qué., March 18, 1975. 
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THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENTS OF EARNINGS AND 


year ended December 31, 


EARNINGS 
Sales, less delivery expenses — Note 7 
Investment income 


Gain on redemption of long-term debt 


Cost of sales — Note 7 
Selling and administrative expenses 
Interest on long-term debt 


Depreciation 


Earnings before income taxes and minority shareholders’ interest 


Income taxes — payable 
— deferred 


Minority shareholders’ interest in earnings of subsidiaries 


Net earnings 


Per common share (after dividends on preferred shares) 
RETAINED EARNINGS 


Balance at beginning of year 


Net earnings 


Dividends on — preferred shares 
— common shares 


Balance at end of year 


RETAINED EARNINGS 


1974 1973 
$51 634 450 38 158 000 
1 046 245 834 102 
310 773 77 990 
52 991 468 39 070 092 
36 788 967 28 256 848 
926 247 610000 
886 259 984716 
2511 909 1947 810 
41 113 382 31 799 374 
11 878 086 7 270718 
3 095 299 425 984 
1 964 086 2714001 
5 059 385 3139 985 
6 818 701 4130733 
1 832 512 1 089 299 
$ 4986 189 3041 434 
$ 2.57 1.48 
$16 110 336 14163902 
4 986 189 3.041 434 
21 096 525 17 205 336 
: 364 662 375 000 
1 350 000 720 000 
1714 662 1.095 000 
$19 381 863 16 110 336 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


year ended December 31, 


SOURCE OF FUNDS 
Net earnings 


Charges not affecting working capital 

Depreciation 

Depletion 

Deferred income taxes 

Minority shareholders’ interest in earnings of subsidiaries 
Funds from operations 
Grant received under the Area Development Incentives Act 
Increase in long-term debt 


Reduction of investments and deposits 


Working capital of a subsidiary at date of acquisition — Note 2 


APPLICATION OF FUNDS 

Additions to fixed assets 

Long-term debt reduction 

Increase of investments and deposits 

Dividends to shareholders of the company 
Dividends to minority shareholders of subsidiaries 
Redemption of preferred shares — Note 6 


Investment in shares of a subsidiary — Note 2 


INCREASE IN WORKING CAPITAL 
Working capital at beginning of year 


Working capital at end of year 


1974 1973 
$ 4986 189 3 041 434 
2 511 909 1 947 810 
80 703 140 957 
1 964 086 2714001 
1 832 513 1 089 300 
11 375 400 B391002 
S1poo2 
1 400 000 
570 000 
234 410 
13 579 810 8 985 194 
2 100 928 2 044 901 
3 073 134 1) levee 
1 826 O00 
1 714 662 1 095 000 
1 551 478 BOO O72 
131077 
2 763 000 
11 334 279 6 962 663 
2 245 531 LUZ S| 
17 357 736 lid3Sy205 


$19 603 267 
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THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


as at December 31, 


ASSETS 

CURRENT ASSETS 

Cash and short term investments 
Accounts receivable 

Inventories — Note 3 


Prepaid expenses 


OTHER ASSETS 


Investments and deposits — Note 4 


FIXED ASSETS 


Real estate, mills, machinery and equipment, at cost 


Less, government grants 


Accumulated depreciation 


Timber limits, at cost, less depletion 


SIGNEDRON BEALE OF tibe BOARD 


Raymond David, Director 
John N. Cole, Director 
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1974 1973 
$ 8990 548 10 468 896 
5 572 448 4 296 342 
11 254 939 6 301 666 
344 330 215 909 
26 162 265 21 282 813 
2 250 000 2 820 000 
53,395 566 46 758 095 
4,721 285 4721 285 
48 674 281 42 036 810 
20 791 478 17 535 638 
27 882 803 24501 172 
1 802 632 1 887 834 
ENG BOI OOY 


$58 097 700 


50 491 819 


LIABILITIES 1974 1373 
CURRENT LIABILITIES 
Accounts payable and accrued liabilities $ 4 348 753 3 030 493 
Dividends payable 104 716 93° 750 
Income taxes payable 1 254 207 150 784 
Current portion of long-term debt 851 322 650 050 
6 558 998 S025 OFT 
LONG-TERM DEBT — Note 5 12 368 546 153: 0059057 
DEFERRED INCOME TAXES 9 821 928 7 634 342 
MINORITY SHAREHOLDERS’ INTEREST 
IN SUBSIDIARY COMPANIES 2 097 442 1 816 407 
30 846 914 26 381 483 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Preferred shares, issuable in series, par value of $25 each 
Authorized : 500 O00 shares 
Issued and paid up: 232 800, 6%% cumulative, redeemable, preferred 
shares, 1967 series 5 820 000 6 O00 000 
Common shares without par value 
Authorized: 3 600 O00 shares 
Issued and paid up: 1 800 OOO shares 2 000 000 2 000 O00 
CONTRIBUTED SURPLUS — Note 6 48 923 
RETAINED EARNINGS 19 381 863 log OR36 
27 250 786 24110 336 
$58 097 700 50 491 819 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 
year ended December 31, 1974 


NOTE 1 
SUMMARY OF ACCOUNTING POLICIES 


CONSOLIDATION 


The consolidated financial statements include 
the accounts of the company and its subsidiaries: 


Donohue Brothers Sales Corporation, wholly 
owned, Charlevoix Paper Company Limited, 
55.4% owned, Malbaie Paper Company Ltd, 
65% owned and Produits Forestiers M. P. Inc., 
wholly owned. 


FIXED ASSETS AND DEPRECIATION 


Fixed assets are recorded at cost and depreciation 
is computed at rates based on the estimated 
useful life of the assets. 


THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


The principal rates used are as follows: 
Mills, machinery and equipment acquired before 
1969 are depreciated at 10% on the reducing 
balance basis, additions acquired since 1969, 
at 5% on a straight line basis; forest equipment 
is depreciated at 30% on the reducing balance. 


Important additions to fixed assets are only _ 
depreciated when put into commercial operation. 


INVENTORIES 


Inventories are valued at cost or net realizable 
value, whichever is lower. 


DEFERRED INCOME TAXES 


The company follows the tax allocation method 
of providing for income taxes. Deferred income 
taxes on the balance sheet primarily result from 
the difference between depreciation recorded 
for accounting purposes and capital cost 
allowance claimed for income tax purposes. 


NOTE 2 


INVESTMENT IN SHARES 
OF A SUBSIDIARY 


During the year the company acquired all of 
the outstanding shares of Produits Forestiers 
M.P. Inc., operating a sawmill in St. Thomas 


Didyme, Québec. This acquisition has been 
accounted for on a purchase basis and the results 
have been included in the consolidated statements 
from January 1st, 1974. 


Financial information relevant to this company 
at date of acquisition is as follows: 


Working capital $ 234410 
Real estate, machinery and equipment less accumulated depreciation 2 080 259 $ 2 314 669 
Less 
Long-term debt 1O3G023 
Deferred income taxes 223 500 p20 9L523 
Net book value of assets of the subsidiary 1055 146 
Add 
Excess of purchase price over net book value attributed to real estate, 
machinery and equipment 1707 854 
Investment in shares of a subsidiary $ 2 763 000 
NOTE 3 
INVENTORIES 1974 373 
Finished products $ 773189 276 998 
Pulpwood, sawlogs and expenditures on current logging operations 8 167 315 2 52515 
Operating supplies and materials 2 314 435 TAT ZANSS 
$11 254 939 6 301 666 
NOTE 4 
INVESTMENTS AND DEPOSITS 
Funds set aside: 
To complete approved capital projects $ 1 550 000 757 000 
To secure the balance due on the purchase price of a subsidiary 700 000 2 063 000 
2 820 000 
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$ 2 250 000 


NOTE 5 

LONG-TERM DEBT 

THE DONOHUE COMPANY LIMITED 

4% sinking fund bonds, series ““C’’, maturing 1975 


9% sinking fund bonds, series ‘‘D’, maturing 1976 payable in U.S. 
funds — recorded at par 


6% sinking fund bonds, series “E’, maturing 1977 payable in U.S. 
funds — recorded at par 


7%% sinking fund debentures, series A’, maturing 1989 


Balance due on the purchase price of a subsidiary, payable by annual 
instalments of $200 000 


CHARLEVOIX PAPER COMPANY LIMITED 


rae sinking fund bonds, series ‘A’, maturing 1988 payable in U.S. 
unds 


MALBAIE PAPER COMPANY LTD 
8% serial debentures 


PRODUMSSEORESTIERSSM.P. ING. 


10.6% borrowings, secured under a trust deed by a general mortgage 
and floating charge, payable by monthly instalments of $14 000 


Other long-term debts 
Less: debentures held for future sinking fund requirements 


Less: current portion of long-term debt 


1974 1973 

$ 70 000 145 000 
340 000 425 000 
266 000 310 000 
7 030 000 7 265 000 

1 400 000 
9 106 000 8 145 000 
3 314 666 5 920 657 
78 050 

994 000 

64 202 
13 478 868 14 143 707 
259 000 488 000 
13 219 868 13655707 
851 322 650 050 
$12 368 546 13 005 657 


Sinking fund requirements and debt maturities during the next five years after deducting debentures held 


for future requirements : 


Wes: Sisal Sy 1978 $845 300 
1976 1 120 300 1279 842 800 
ro 1023; 300 

NOTE 6 NOTE 7 


REDEMPTION OF PREFERRED SHARES 


During the year the company has redeemed 
7 200 preferred shares realizing a contributed 


surplus of $48 923. 
purposes. 


SALES AND COST OF SALES 


Figures for 1973 have been restated to convert 
revenue from paper machine rental into estimated 
net sales and.cost of sales for comparison 


AUDITORS’ REPORT 


To the shareholders of 
The Donohue Company Limited 

We have examined the consolidated balance 
sheet of The Donohue Company Limited and its 
subsidiaries as at December 31,1974 and 
the consolidated statements of earnings, retained 
earnings and changes in financial position for 
the year then ended. Our examination included 
a general review of the accounting procedures 
and such tests of accounting records and other 
supporting evidence as we considered necessary 
in the circumstances. 


ET ASSOCIES 


Chartered Accountants. 


OUEBECmMarct oral 7 


In our opinion, these consolidated financial 

statements present fairly the financial position 

of the companies as at December 31, 1974, 

the results of their operations and the changes 
in their financial position for the year then ended 
in accordance with generally accepted account- 
ing principles applied on a basis consistent 

with that of the preceding year. 


SAMSON, BELAIR, COTE, LACROIX 
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THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


TEN-YEAR REVIEW 


PRODUCTION 


Newsprint — tons 
Lumber — M. f. b. m. 


EARNINGS 
(000 omitted) 


Net revenue from operations 

Investment income 

Gain on redemption of long-term debt 

Interest on long-term debt 

Depreciation 

Earnings before income taxes and minority shareholders’ interest 
Income taxes 

Minority shareholders’ interest in earnings of subsidiaries 

Net earnings 

Cash flow 


FINANCIAL POSITION 
(O00 omitted) 


Working capital 

Net fixed assets 

Other assets 

Long-term debt 

Deferred income taxes 

Minority shareholders’ interest 

Preferred capital stock 

Common shareholders’ equity 

Ratio — current assets to current liabilities 


PER COMMON SHARE (2) 


Nets earnings (3) 
Dividend rate 
Cash flow 

Book value 


NOTES: 


1. Equivalent production based on average basis weight for 1973, 262,300 tons. 

2. Based on present outstanding share capital of 1,800,000 shares. 

3. After deducting $0.10 in 1967 and $0.21 in 1968 to 1973, and $0.20 in 1974 
for preferred dividends. 

4. Includes data of subsidiaries — Charlevoix Paper Company Limited and Malbaie Paper 
Company Ltd. 

5. Includes data of subsidiaries mentioned in (4) plus data of Produits Forestiers M.P. Inc. 
since January 1, 1974. 
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1972 


(4) 
243,000 


$ 6,331 
486 
136 
1,070 
1,886 
3,997 
1,765 

691 
1,541 
5,752 


$1573.30 
26,485 
994 
14,143 
4,920 
1,587 
6,000 
16,164 
Soe 


$0.65 
0.20 
3.20 
8.98 


1971 


(4) 
225,000 


$ 4,282 
SEL 


1,152 
1,490 
2047 
927 
392 
698 
3,416 


$15,123 
26,276 
Ay 
16,352 
3411 
17395 
6,000 


15,358. 


Ate 


S- 0:18 
0.21 
1.90 
8.53 


1970 


(4) 
221,000 


$ 6,093 
636 


1,198 
1,499 
4,032 
2,148 

506 
1,378 
5,015 


$14,654 
27,308 
6/75 
17,075 
225 
1,480 
6,000 
15,357 
45:1 


3 050 
0.40 
209 
8.53 


1969 


127,000 


$ 3,681 
805 


633 
726 
3127 
1,654 


1,473 
3,291 


$11,231 
12,526 
7,572 
8,992 
“1208 


6,000 
16,109 
5.4:1 
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